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On May 23, the Mexican government announced plans to sell its majority share in Mexicana
de Aviacion, the country's major airline. Mexico's state-run Banco Internacional said it would
receive bids for the government shares from May 26 to June 1. Government officials said foreign
participation of up to 49% would be permitted, but only through bank trust funds and limited to a
maximum investment period of 20 years. The officials added that these conditions, in accordance
with new foreign investment regulations announced earlier this month, are aimed at promoting
foreign investment to ease Mexico's economic crisis in the short term while safeguarding long-term
national interests. Prior to the new regulations, commercial aviation was one of Mexico's economic
sectors reserved for the government and Mexican nationals. Director-general of Foreign Investment
Carlos Camacho Gaos told Copley News Service foreign investors in Mexicana would have the
same rights as Mexican shareholders. He said, "The foreigners' certificates of deposit will have to
be held in trust in a Mexican bank. They will have exactly the same rights as Mexicans, in terms
of participation in the administration, receipt of dividends, etc. But the trust will expire in 20 years
and the holdings will have to be re-Mexicanized." Mexicana employees number 13,000, and its
fleet consists of 37 Boeing 727s and five DC-10s. Company spokesperson Paulino Perez said the
airline carried 8.5 million passengers in 1988. In 1985 and 1986, the airline operated at a loss, and
in 1987, it barely broke even. Last month, Mexicana announced revenues in 1988 of $764 million,
and profits of more than $136 million. The company estimated stock market assets at around $91
million. Much of last year's profits have been earmarked for repayment on $253 million in foreign
and domestic debt. The stock market asset estimate did not include the value of Mexicana's 42
planes, nor of its debt. Mexicana's biggest foreign creditor at year-end 1988 was Bank of America,
to which it owes $45 million, $25 million of it due for repayment in 1989. Mexicana has a 40% share
of airline traffic between the US and Mexico. Mexico's other national airline, Aeromexico, accounts
for 20% of traffic between the two countries. On May 12, Mexicana began daily non-stop service
from Mexico City to New York. Currently, the airline serves 12 US cities, including Los Angeles
and San Francisco, 28 Mexican cities, and a few in Central America. Mexicana was founded by US
citizens William Mallory and George Rihl in 1924 with a capital investment of $25,000. Five years
later they sold it to Pan Am. Successive Mexican governments gradually bought into the carrier until
President Jose Lopez Portillo finally nationalized it in 1982. Last year, the government unsuccessfully
attempted to sell the airline to private Mexican investors. Aeromexico was privatized in 1988, sold
off to a private investment group and the Airline Pilots' Union. The carrier remains 100% Mexican.
Aeromexico restructuring consisted of laying off about 75% of its over 12,000-person workforce,
and cutting its 45-plane fleet by more than a third. According to the New York Times, the airline
is now "flourishing." Over 90% of arrivals are currently on time, and on-board service "has visibly
improved." (Basic data from Copley News Service, New York Times, 05/24/89)
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